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,QWURGXFWLRQ
7KHUHVXOWVRISULRUVWXGLHVDERXWWKHUHODWLRQEHWZHHQYROXQWDU\GLVFORVXUHDQGLQIRUPDWLRQDV\PPHWU\VXJJHVW
WKDW YROXQWDU\ SXEOLF LQIRUPDWLRQ FDQ UHGXFH WKH OHYHO RI LQIRUPDWLRQ DV\PPHWU\ DPRQJPDUNHW SDUWLFLSDQWV DQG
WKXVFDQKHOS WR IRUPDQHIILFLHQWPDUNHW$QDO\WLFDOO\%DUU\DQG%URZQ'LDPRQG'LDPRQGDQG
9HUUHFFKLDDQG.LPDQG9HUUHFFKLDDUJXHWKDWPRUHLQIRUPDWLRQJHQHUDOO\UHGXFHVLQIRUPDWLRQULVN
RQSULFHV/LNHZLVHYROXQWDU\GLVFORVXUHVHUYHVWRUHGXFHLQIRUPDWLRQDV\PPHWU\DPRQJWUDGHUV(PSLULFDOO\/HX]
DQG9HUUHFFKLD +HDO\et al. DQG:HONHU  LQYHVWLJDWH OLQNVEHWZHHQYROXQWDU\GLVFORVXUHDQG
VWRFNOLTXLGLW\&RPSDQLHVPLJKWSXUVXHDGLVFORVXUHVWUDWHJ\LQUHVSRQVHWRSHUFHLYHGLOOLTXLGLW\IRUWKHLUVKDUHVLQ
WKHPDUNHW'LVFORVXUH OLWHUDWXUHKDV VKRZQ WKDWKLJKTXDOLW\RISXEOLFGLVFORVXUHV UHGXFH LQIRUPDWLRQ DV\PPHWU\
DQGDVDUHVXOW LQFUHDVHVWRFNPDUNHW OLTXLGLW\%XVKHHDQG1RH/HX]DQG9HUUHFFKLDDQG:HONHU
 DUJXH WKDW LQIRUPDWLRQ DV\PPHWU\ FRXOG EH PHDVXUHG E\ ERWK WUDGHEDVHG DQG RUGHUEDVHGPHDVXUHV LH
WUDQVDFWLRQYROXPHVDQGELGDVNVSUHDGV
:HSUHWHQGWRVWXG\WKHLPSDFWRIJRYHUQDQFHUXOHVRQVKDUHSULFHDQGOLTXLGLW\XVLQJWKHWXUQRYHUUDWLRDQGWKH
ELGDVNVSUHDGDVSUR[LHVIRUWKHLQIRUPDWLRQDV\PPHWU\:HXVHGD6(0PRGHODQGDQDO\]HGWKHLQGLUHFWUHODWLRQV
WKURXJK WKH YROXQWDU\ GLVFORVXUH RI LQIRUPDWLRQ DQG WKH RUJDQL]DWLRQDO SHUIRUPDQFH 9ROXQWDU\ GLVFORVXUH LV D
FKDQQHOWKURXJKZKLFKH[LVWLQJDQGSRWHQWLDOVKDUHKROGHUVREWDLQYDOXHLQIRUPDWLRQDERXWWKHILUPQDPHO\DERXWWKH
FRPSDQ\¶V SHUIRUPDQFH EHHQ IRU WKDW UHDVRQ WKH FRQQHFWLRQ EHWZHHQ FRUSRUDWH ³LQVLGHUV´ DQG FDSLWDO PDUNHW
³RXWVLGHUV´ 7KURXJK WKH V DQG V WKH UHVHDUFK RQ FRUSRUDWH JRYHUQDQFH LVVXHV ZDV ODUJHO\ IRFXVHG RQ
8QLWHG6WDWHVFRUSRUDWLRQV,QPRUHUHFHQW\HDUVKRZHYHUZHKDYHZLWQHVVHGDQH[SORVLRQRIUHVHDUFKRQFRUSRUDWH
JRYHUQDQFHDURXQGWKHZRUOGIRUERWKGHYHORSHGDQGHPHUJLQJPDUNHWV'HVSLWHWKLVDQGDFFRUGLQJWR0pQGH]DQG
*DUFtD  LQ FRQWH[WV IHDWXUHG E\ KLJK RZQHUVKLS FRQFHQWUDWLRQ DQG ERDUG RI GLUHFWRUV GRPLQDWHG E\
UHSUHVHQWDWLYHV RI FRQWUROOLQJ VKDUHKROGHUV LW LV PRUH GLIILFXOW WR H[WUDSRODWH IURP VWXGLHV RQ WKH $QJOR6D[RQ
PDUNHWV 6SHFLILF UHVHDUFK LV WKHUHIRUH QHHGHG WR WDNH LQ DFFRXQW WKHVH IHDWXUHV ZKLFK DUH WKH QRUP LQ PDQ\
FRXQWULHV6KOHLIHUDQG9LVKQ\7KH6SDQLVKDQG3RUWXJXHVHLQVWLWXWLRQDOVHWWLQJKDVLQFRPPRQZLWKRWKHU
(XURSHDQ&RQWLQHQWDOFRXQWULHVDUHODWLYHO\ORZQXPEHURI OLVWHGFRPSDQLHVDQLOOLTXLGFDSLWDOPDUNHWDQGDERYH
DOO D KLJK OHYHO RI FRQFHQWUDWLRQ LQ FRUSRUDWH VKDUHKROGLQJV$FFRUGLQJ WR 'HQLV DQG0F&RQQHOO  S 
FRQFHQWUDWHGRZQHUVKLS FDQEH D ³reasonable response to a lack of investor protection´ ,Q WKLV VHQVH6SDLQ DQG
3RUWXJDO SURYLGH D VXLWDEOH HQYLURQPHQW WR WHVW WKH H[LVWHQFH RI LQWHUDFWLRQV DPRQJ JRYHUQDQFH UXOHV FRUSRUDWH
YROXQWDU\GLVFORVXUHDQGLQIRUPDWLRQDV\PPHWU\LQWKHPDUNHW7KHXQFHUWDLQW\DQGWKHDV\PPHWU\RILQIRUPDWLRQ
FUHDWHSUREOHPVRIFRQIOLFWRILQWHUHVWZKLFKDIIHFWWKHEDVLFIXQFWLRQVRIWKHRUJDQL]DWLRQVDVZHOODVWKHLUSRWHQWLDO
IRUWKHFUHDWLRQRIYDOXH*LYHQWKDWWKHLQIRUPDWLRQSURYLGHGUHIOHFWVWKHGHJUHHRIWUDQVSDUHQF\DQGDFFRXQWDELOLW\
RI WKHRUJDQL]DWLRQZLWKVKDUHKROGHUV LWEHFRPHVRQHRI WKHPRVW LPSRUWDQWDVSHFWVRIFRUSRUDWHJRYHUQDQFH:H
EXLOWDYROXQWDU\GLVFORVXUHLQGH[EDVHGRQWKHLQIRUPDWLRQILUPVSURYLGHGLQ WKHLUDQQXDOUHSRUWV:HGLYLGHGWKH
JRYHUQDQFH FKDUDFWHULVWLFV LQ WZR FRQVWUXFWV GLUHFWRUV¶ DQG VXSHUYLVRUV¶ VWUXFWXUHV DQG RZQHUVKLS VWUXFWXUH %\
XVLQJ WKHPHWKRGRORJ\ RI VWUXFWXUDO HTXDWLRQPRGHOOLQJ ZH DUH DEOH WR DQDO\VH WKH GLUHFW DQG LQGLUHFW UHODWLRQV
DPRQJ WKH YDULDEOHV XQGHU VWXG\:H DQDO\VH WKH LPSDFW RI WKHGLIIHUHQW YROXQWDU\ LQIRUPDWLRQ FDWHJRULHVRQ WKH
LQIRUPDWLRQDV\PPHWU\SUR[LHV,WZDVXQFOHDU LI WKHHIIHFWRISURYLGLQJIXUWKHU LQIRUPDWLRQDERXWRQHFDWHJRU\LV
GLIIHUHQWIURPWKHHIIHFWRILQFUHDVLQJYROXQWDU\GLVFORVXUHRQRWKHUFDWHJRU\&RQVLVWHQWO\ZLWKSULRUGHILQLWLRQVLQ
GLIIHUHQW UHJXODWRU\ QDWLRQDO HQYLURQPHQWV &RRNH  5DIIRXUQLHU  0HHN et al.  'HSRHUV 
$OOHJULQL DQG*UHFR ZH FRQVLGHU YROXQWDU\ GLVFORVXUH DV WKH LQIRUPDWLRQ UHOHDVHG WR WKH RXWVLGH GHULYLQJ
IURPPDQDJHPHQWµVLQVLGHUNQRZOHGJHRIWKHFRPSDQ\ZKLFKDUHQRWUHTXLUHGWREHSXEOLVKHGLQUHJXODWHGUHSRUWV
9ROXQWDU\GLVFORVXUH LV WKHUHIRUHSURGXFHGE\DPDQDJHPHQW¶VUHSRUWLQJGHFLVLRQ 0HHNet al.+HDO\DQG
3DOHSX :H DQDO\VHG WKH LQIRUPDWLRQ GLVFORVHG E\ ,EHULDQ 3HQLQVXOD QRQILQDQFLDO OLVWHG FRPSDQLHV
FRQFHUQLQJ WKH\HDURI ,Q WKLVVHQVHZHDQDO\VHG WKH LQIRUPDWLRQGLVFORVHGIHZWLPHDIWHU WKHREOLJDWLRQRI
IROORZLQJ,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ6WDQGDUGV,)56DVHQGRUVHGE\WKH(XURSHDQ8QLRQ)XUWKHUPRUHLQ
6SDLQ WKH8QLILHG*RRG*RYHUQDQFH&RGH DSSOLFDEOH IURPRQZDUGV SURYLGHG D FRPPRQ VWDQGDUG IRU WKH
JRRG JRYHUQDQFH SUDFWLFHV RI DOO OLVWHG ILUPV ,Q 3RUWXJDO WKH UHFRPPHQGDWLRQV RQ &RUSRUDWH *RYHUQDQFH ZHUH
LPSOHPHQWHG LQ  FRQWLQXLQJ WR UHJXODUO\ LPSURYH LWV OHJLVODWLYH IUDPHZRUN WKURXJK D SURFHVV RI ELDQQXDO
DPHQGPHQWV
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7KLVSDSHU LVKHUHE\ LQWHQGHG WRFRQWULEXWH WR WKHVWXG\RI WKH LPSDFWRI WKHFRUSRUDWHJRYHUQDQFH UXOHV LQ WKH
YROXQWDU\GLVFORVXUHRILQIRUPDWLRQDQGKHQFHLQWKHUHGXFWLRQRILQIRUPDWLRQDV\PPHWULHVLQWKHVSHFLILFFDVHDQG
UHDOLW\RIWKHFRXQWULHVRIWKH,EHULDQ3HQLQVXOD)XUWKHUPRUHPRVWRIWKHSULRUUHVHDUFKLQWKLVDUHDKDVVWXGLHGWKH
OLQNEHWZHHQFRUSRUDWHJRYHUQDQFHDQGGLVFORVXUHDQGEHWZHHQGLVFORVXUHDQGLQIRUPDWLRQDV\PPHWU\)HZVWXGLHV
GLUHFWO\ H[DPLQHG WKH OLQN EHWZHHQ FRUSRUDWH JRYHUQDQFH DQG LQIRUPDWLRQ DV\PPHWU\ 2QH ZD\ RI YLHZLQJ WKH
FRQWULEXWLRQ RI RXU VWXG\ LV WKDW LW SURYLGHV D triangulation RI WKH UHODWLRQVKLSV EHWZHHQ FRUSRUDWH JRYHUQDQFH
YROXQWDU\GLVFORVXUHDQGDPDUNHWGHWHUPLQHGPHDVXUHRILQIRUPDWLRQDV\PPHWU\i.e.ELGDVNVSUHDGDQGWXUQRYHU
UDWLR2WKHUZLVHWKHUHLVDFRQVLGHUDEOHODFNRIVWXGLHVDERXWWKHLQIRUPDWLRQDV\PPHWU\VXEMHFWXVLQJ3RUWXJXHVH
DQG 6SDQLVK GDWD 7KLV SDSHU LV RUJDQL]HG DV IROORZV ,Q WKH QH[W VHFWLRQ VHFWLRQ  WKH UHVHDUFK K\SRWKHVHV DUH
SUHVHQWHGDQGLQVHFWLRQWKHUHVHDUFKGHVLJQLVGHVFULEHG6HFWLRQGHVFULEHVWKHGDWDDQGWKHGHVFULSWLYHVWDWLVWLF
$QDO\VLVDQGUHVXOWVDUHGLVFXVVHGLQ6HFWLRQ6HFWLRQVXPPDUL]HVDQGFRQFOXGHVWKHVWXG\


5HVHDUFK'HVLJQ
2.1 Research Model
7KH DFFRXQWLQJ UHSRUW LV WKH PRVW DIILUPDWLYH ZD\ WR JLYH YLVLELOLW\ WR WKH DFWLYLW\ DQG WR WKH RUJDQL]DWLRQDO
SHUIRUPDQFH%HFDXVHRI WKLV LWZRUNV DV D VLJQRI WKHJRYHUQDQFHRI WKH FRPSDQ\EXW DOVR DV DPHDVXUHRI WKH
PDQDJHPHQWTXDOLW\&RUSRUDWHGLVFORVXUHKDV DPDMRU UROH WRHQVXUH WKHHIILFLHQW IXQFWLRQLQJRI FDSLWDOPDUNHWV
/DQJ DQG /XQGKROP  DUJXH WKDW ILUPV ZLWK KLJK GLVFORVXUH UDWLQJV WHQG WR VKRZ KLJK FRQWHPSRUDQHRXV
HDUQLQJVSHUIRUPDQFH$OVR3HWHUVHQDQG3OHQERUJ  VWDWH WKDW ILUPVPD\ LQFUHDVHGLVFORVXUHZKHQ WKH\DUH
SHUIRUPLQJZHOO ,Q WKLVVHQVH WKHLQFOXVLRQRIRUJDQL]DWLRQDOSHUIRUPDQFHLQ WKHSURSRVHGPRGHO LVH[SODLQHGE\
WKHIDFWWKDWGLVFORVXUHLVDFKDQQHOWKURXJKZKLFKH[LVWLQJDQGSRWHQWLDOVKDUHKROGHUVREWDLQYDOXDEOHLQIRUPDWLRQ
DERXWWKHILUPQDPHO\DERXWWKHFRPSDQ\¶VSHUIRUPDQFHEHLQJIRUWKDWUHDVRQWKHFRQQHFWLRQEHWZHHQFRUSRUDWH
³LQVLGHUV´ DQG FDSLWDO PDUNHW ³RXWVLGHUV´ $ KLJKHU SURILWDELOLW\ PLJKW LQGXFH PDQDJHPHQW WR VXSSO\ PRUH
LQIRUPDWLRQWRLOOXVWUDWHLWVDELOLW\WRPD[LPL]HWKHVKDUHKROGHU¶VYDOXH6LQJKYLDQG'HVDL,QWKLVVHQVHDQG
DFFRUGLQJWR+HDO\DQG3DOHSXS³the association between capital market variables and disclosure may 
be driven by firm performance rather than disclosure per se´2XUPRGHOIROORZHGWKHDUJXPHQWVRIWKHDXWKRUVE\
FRQVLGHULQJWKDW³disclosure changes are unlikely to be random events: they are likely to coincide with changes in 
firm economics and governance characteristics´
:H GLYLGHG WKH JRYHUQDQFH UXOHV LQ WZR PDMRU FRQVWUXFWV WKH RZQHUVKLS VWUXFWXUH DQG WKH GLUHFWRUV DQG
VXSHUYLVRUV VWUXFWXUHV:HK\SRWKHVL]HG WKDW GLUHFWRUV DQG VXSHUYLVRUV VWUXFWXUHV FDQ LQIOXHQFH WKHRUJDQL]DWLRQDO
SHUIRUPDQFHDQG WKH LQIRUPDWLRQGLVFORVHGE\ ILUPV WR LWV VKDUHKROGHU DQG WKLV LQ WXUQZRXOGDIIHFW WKH OHYHORI
LQIRUPDWLRQDV\PPHWU\EHWZHHQPDQDJHPHQWDQGVKDUHKROGHUV,QUHODWLRQWRRZQHUVKLSVWUXFWXUHLWLVH[SHFWHGWR
H[HUWDQLQGLUHFWLQIOXHQFHRQWKHOHYHORILQIRUPDWLRQDV\PPHWU\EXWWKHSUHYLRXVUHVHDUFKVKRZHGXVWKDWDGLUHFW
LQIOXHQFH FDQ DOVR EH H[SHFWHG /LNH VWDWHG SUHYLRXVO\ WKH 6SDQLVK DQG 3RUWXJXHVH LQVWLWXWLRQDO VHWWLQJ KDV LQ
FRPPRQ ZLWK RWKHU (XURSHDQ &RQWLQHQWDO FRXQWULHV D KLJK OHYHO RI FRQFHQWUDWLRQ LQ FRUSRUDWH VKDUHKROGLQJV
)ROORZLQJ WKLV DUJXPHQW ZLOO EH LQFOXGHG LQ WKH FRQVWUXFW ³RZQHUVKLS VWUXFWXUH´ YDULDEOHV WKDW FKDUDFWHUL]H WKH
RZQHUVKLSFRQFHQWUDWLRQRIWKHFRPSDQLHVXQGHUVWXG\7KHUHVHDUFKPRGHOLVSUHVHQWHGLQILJXUH
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)LJXUH3DWKJUDSKLFRIWKHSURSRVHGPRGHO
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2.2Construction of the disclosure Index 
7KHGLVFORVXUHLQGH[LVEDVHGRQWKHLQIRUPDWLRQILUPVSURYLGHLQWKHLUDQQXDOUHSRUWVWRVKDUHKROGHUV7KHLQGH[
LVVLPLODUWRWKDWLQ(QJDQG7HR(QJet al.(QJDQG0DNDQG3HWHUVRQDQG3OHQERUJ
7KHGHVLJQRIWKHLQGH[LVLQVSLUHGE\HDUOLHUVWXGLHVDQGUHSRUWVDVIRUH[DPSOH%RWRVDQ$,&3$
WKH3Z&9DOXH5HSRUWLQJDQG&,&$&RPPRQWRWKHVHVWXGLHVLVWKDWWKH\IRFXVRQLQYHVWRUV¶QHHGV
,Q WKH3Z&YDOXH5HSRUWLQJ  WKHPRVW LPSRUWDQW YDOXH GULYHU LV WKH LQIRUPDWLRQ UHJDUGLQJ ILUP¶V VWUDWHJLF
FLUFXPVWDQFHVVXFKDVWKHIXWXUHVWUDWHJLFGLUHFWLRQDQGDFWLRQVGXULQJWKHILVFDO\HDUDLPHGDWSURPRWLQJVWUDWHJLF
DQG ILQDQFLDO REMHFWLYHV 7KH\ DOVR ILQG WKDW LQIRUPDWLRQ DERXW PDUNHW JURZWK PDUNHW VL]H PDUNHW VKDUH DQG
FRPSHWLWLYHQHVVLQWKHLQGXVWU\DUHDPRQJWKHWHQPRVWLPSRUWDQWYDOXHGULYHUV%RWRVDQWKH-HQNLQV5HSRUW
$,&3$DQG&,&$ILQGWKDWLQIRUPDWLRQDERXWSURGXFWLRQLVLPSRUWDQWIRULQYHVWRUV,Q3Z&V
FRQVLGHU LQIRUPDWLRQ DERXW EUDQGV DQG FXVWRPHUV DV NH\ GULYHUV RI YDOXH %RWRVDQ  LQFOXGHG VRPH DUHDV
ZLWKLQPDUNHWLQJVWUDWHJ\ ,Q WKHPDUNHWLQJVWUDWHJ\ OLWHUDWXUH OLNH IRUH[DPSOH'R\OH DQG3RUWHU 
WKLVDUHDLVFRQVLGHUHGLPSRUWDQWIRUWKHIXWXUHVXFFHVVRIDILUP:HLQFOXGHGLQRXULQGH[DFDWHJRU\IRUDGGUHVVLQJ


%RWRVDQSURYLGHDGLVFXVVLRQDERXWWKHDGYDQWDJHVDQGGLVDGYDQWDJHVRIXVLQJ$,50GLVFORVXUHLQGH[versusDVHOIFRQVWUXFWHG
GLVFORVXUHLQGH[
 
Organizational 
Performance 

Bid-Ask  

Turnover 

H4b ( +)
H3a (+ ) 
H3b( +/- ) 
 
H1b ( + ) 
Voluntary disclosure 

H2a ( - ) 
*RYHUQDQFH5XOHV
H1a ( + ) 
H2b ( - ) 
H2c ( + ) 
,QIRUPDWLRQDV\PPHWU\
Directors’ and 
supervisors’ structures 
Ownership 
 structure 
Ƞ 2
H4a ( - )
H2d ( + )
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KXPDQ FDSLWDO EHFDXVH WKLV VXEMHFW KDVJDLQHG FRQVLGHUDEOH LQWHUHVW LQ DFFRXQWLQJ IRU LQWHOOHFWXDO FDSLWDO DQG WKH
GHEDWHDERXWFRUSRUDWHJRYHUQDQFH:HDOVRLQFOXGHGLQRXU LQGH[DFDWHJRU\WRVFRUHWKHLQIRUPDWLRQDERXW WKHLU
SHUVSHFWLYHRIIXWXUHHYROXWLRQ,QWKLVVHQVHRXUGLVFORVXUHLQGH[LVEDVHGRQWKHIROORZLQJVL[FDWHJRULHVVWUDWHJ\
PDUNHW DQG FRPSHWLWLRQ PDQDJHPHQW DQG SURGXFWLRQ PDUNHWLQJ IXWXUH SHUVSHFWLYH DQG KXPDQ FDSLWDO $
VFRUHVKHHW ZDV GHVLJQHG IRU VFRULQJ ILUPV RQ WKH DPRXQW DQG WKH OHYHO RI GHWDLO RI GLVFORVXUHV $ WRWDO RI 
LQGLFDWRUVZLWKLQWKHVL[JURXSVKDYHEHHQLGHQWLILHG
:HUHDGWKHDQQXDOUHSRUWVRIIRU WKHVDPSOHILUPVDQGDVVHVVHGHDFKDQQXDOUHSRUWRQWKHVL[GLVFORVXUH
FDWHJRULHV 7KH GLVFORVXUH LQGH[ LV XQZHLJKWHG DV LW DVVXPHV WKDW HDFK LQGLFDWRU RI HDFK GLVFORVXUH FDWHJRU\ LV
HTXDOO\ LPSRUWDQW *UD\et al.,&RRNHVXJJHVWV WKDWXQZHLJKWHG LQGLFHVDUHDQDSSURSULDWH UHVHDUFK
LQVWUXPHQW LQGLVFORVXUHVWXGLHVZKHQ WKHIRFXVRI WKHUHVHDUFK LVGLUHFWHGDWDOOXVHUVRIFRUSRUDWHDQQXDOUHSRUWV
UDWKHUWKDQWKHLQIRUPDWLRQQHHGVRIDQ\VSHFLILFXVHUJURXS'HVSLWHWKDWZHXVHDVFDOHRI]HURWRWZRWRVFRUHWKH
OHYHORIGHWDLORIWKHLQIRUPDWLRQGLVFORVHGDERXWHDFKLQGLFDWRULQVLGHWKHVL[FDWHJRULHV7KHILUPV¶VFRUHZDV]HUR
LI WKH FRPSDQ\ GLG QRW GLVFORVH DQ\WKLQJ DERXW WKDW LQGLFDWRU WKH VFRUHZDV RQH LI WKH FRPSDQ\ KDV GLVFORVXUH
ZLWKRXWGHWDLODQGILQDOO\WKHVFRUHZDVLIWKHFRPSDQ\GLVFORVXUHKDVGHWDLO:HSURFHHGWRWKHYDOLGDWLRQRIRXU
YROXQWDU\ GLVFORVXUH LQGH[ IROORZLQJ %RWRVDQ  EDVHG RQ WKH IROORZLQJ SRLQWV FRPSDULVRQ ZLWK VLPLODU
VWXGLHV XVLQJ YROXQWDU\ GLVFORVXUH LQGH[HV SRVLWLYH VWDWLVWLFDOO\ VLJQLILFDQW FRUUHODWLRQV EHWZHHQ WKH QXPEHU RI
DQDO\VWV DQG WKH YROXQWDU\ GLVFORVXUH VFRUHV DQ DFFHSWHGYDOXH IRU WKH&URQEDFK¶V DOSKD FRHIILFLHQW DQG VLPLODU
UHVXOWVZLWKSUHYLRXVVWXGLHVRIWKHFRUUHODWLRQEHWZHHQWKHYROXQWDU\GLVFORVXUHOHYHODQGILUPFKDUDFWHULVWLFV

2.3 Proxies for information asymmetry  
6LQFHWKHDV\PPHWU\RILQIRUPDWLRQRIDFRPSDQ\FDQQRWEHGLUHFWO\REVHUYHGOLWHUDWXUHRIIHUVDYDULHW\RIZD\V
WRPHDVXUHWKLVYDULDEOH7KHUHDUHVHYHUDOVWXGLHVWKHRUHWLFDO6WROO*ORVWHQDQG0LOJURP$GPDWLDQG
3IOHLGHUHUDQGHPSLULFDO$PLKXGDQG0HQGHOVRQ%UHQQDQDQG6XEUDKPDQ\DPWKDWORRN
LQWRWKLVLVVXH:HONHUDSSOLHVDELGDVNVSUHDGVFDOHGE\FORVLQJSULFHDVDSUR[\IRUPDUNHWOLTXLGLW\/HX]
DQG9HUUHFFKLDVXJJHVWDELGDVNVSUHDGDQGWUDGLQJYROXPHLQILUP¶VVKDUHVDVSUR[LHVIRUWKHLQIRUPDWLRQ
DV\PPHWU\FRPSRQHQWRIILUP¶VFRVWRIFDSLWDO3HWHUVRQDQG3OHQERUJIROORZWKHVWXGLHVRI:HONHU
DQG/HX]DQG9HUUHFFKLDE\DSSO\LQJWKHELGDVNVSUHDGDQGWXUQRYHUUDWLRDV WZRFRPSOHPHQWDU\SUR[LHV
IRULQIRUPDWLRQDV\PPHWU\7KHELGDVNVSUHDGLVFRPPRQO\WKRXJKWWRPHDVXUHLQIRUPDWLRQDV\PPHWU\H[SOLFLWO\
/HX]DQG9HUUHFFKLD7KHWXUQRYHUUDWLRUHIOHFWVWKHZLOOLQJQHVVRIVRPHLQYHVWRUVWRVHOOVKDUHVDQGRWKHUV
WREX\7KLVZLOOLQJQHVVWRWUDGHVKDUHVVKRXOGEHLQYHUVHO\UHODWHGWRWKHOHYHORILQIRUPDWLRQDV\PPHWU\/HX]DQG
9HUUHFFKLD)ROORZLQJ3HWHUVHQDQG3OHQERUJLQRXUVWXG\WKHELGDVNVSUHDGDQGWKHWXUQRYHUUDWLRV
DUH DVVXPHG WR EH SUR[LHV IRU LQIRUPDWLRQ DV\PPHWU\:H IROORZHG:HONHU  E\ FRQVLGHULQJ WKH VR FDOOHG
³EDVHOLQH´VSUHDGQRWFRQGLWLRQHGRQWKHRFFXUUHQFHRIDQLQIRUPDWLRQUHOHDVH6RLQRXUVWXG\WKHELGDVNVSUHDG
%,'$6.LVWKHGDLO\ELGDVNVSUHDGGLIIHUHQFHEHWZHHQWKHELGDQGWKHDVNSULFHDYHUDJHRIWKHFRPSDQ\LQWKH
\HDURI7KHWXUQRYHUUDWLR785129(5LVWKHYDOXHRIVKDUHVWUDGHGGXULQJWKH\HDURIGLYLGHGE\WKH
ILUP
VPDUNHWYDOXHRIHTXLW\DWWKHHQGRIWKH\HDU


2.4 Corporate governance characteristics  
:HGLYLGHGWKHJRYHUQDQFHFKDUDFWHULVWLFVLQWZRPDMRUFDWHJRULHVHTXLW\RZQHUVKLSVWUXFWXUHDQGGLUHFWRU¶VDQG
VXSHUYLVRUV¶ VWUXFWXUHV 7R FKDUDFWHUL]H WKH HTXLW\ RZQHUVKLS VWUXFWXUH ZH DQDO\]H WKH RZQHUVKLS FRQFHQWUDWLRQ
PDQDJHPHQW RZQHUVKLS DQG VWDWH RZQHUVKLS 7R FKDUDFWHUL]H WKH GLUHFWRU¶V DQG VXSHUYLVRUV¶ VWUXFWXUHV ZH XVHG
YDULDEOHVWKDWDUHUHODWHGZLWKWKHERDUGFKDUDFWHULVWLFVWKHPDQDJHPHQWLQFHQWLYHVDQGWKHPRQLWRULQJDQGFRQWURO
VWUXFWXUHV

'DWDDQG'HVFULSWLYH6WDWLVWLFV
3.1 Sample  
2XUVDPSOHFRQVLVWVRIOLVWHGILUPVIURPWKH,EHULDQ3HQLQVXOD3RUWXJDOKDVILUPVLQFOXGHGLQWKLVVWXG\
ZKLFK UHSUHVHQWV  RI RXU WRWDO VDPSOH DQG 6SDLQ KDV  ILUPV LQFOXGHG ZKLFK UHSUHVHQWV  7KH
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VDPSOH RI RXU ZRUN FRQVLVWV RI QRQILQDQFLDO ,EHULDQ FRPSDQLHV OLVWHG LQ WKH PDUNHW LQ WKH \HDU RI 
'LVUHJDUGLQJ ILQDQFLDO ILUPV LQVXUDQFHFRPSDQLHVDQG WKRVH WKDWKDYHGLIIHUHQW DFFRXQWLQJ\HDUV WKDQ WKDWRI WKH
FDOHQGDU \HDU e.g. )RRWEDOO FOXEV LW¶V MXVWLILHG EHFDXVH WKH\ GLIIHU E\ WKHLU VSHFLDO QDWXUH RQ WKH DFFRXQWLQJ
PHWKRGV,QWKDWVHQVHWKHLULQFOXVLRQZRXOGPDNHWKHFRPSDULVRQZLWKRWKHUFRPSDQLHVKDUGHU7KHFRQVROLGDWHG
DFFRXQWV RI WKH VHOHFWHG FRPSDQLHV DUH DQDO\VHGZKHQ WKHVH FRPSDQLHV DUH UHTXLUHG WR FRQVROLGDWH DQG QRW WKH
LQGLYLGXDODFFRXQWVVLQFHIRUWKHVWXG\LWPDNHVPRUHVHQVHWRDQDO\VHDOOWKHGDWDRIWKHJURXSGXHWRWKHIDFWWKDW
DOOEXVLQHVVHVFRQWULEXWH WR WKHSHUIRUPDQFHRI WKHPRWKHUFRPSDQ\7KHDFFRXQWLQJDQGPDUNHWGDWDXVHG LQ WKH
UHVHDUFKZHUHFROOHFWHGIURPWKHThomson DatastreamGDWDEDVHDVZHOODVIURPWKHDQDO\VLVRIUHSRUWVDQGDFFRXQWV
RIWKHFRPSDQLHVDQGWKHLQIRUPDWLRQGLVFORVHGE\FRPSDQLHVLQWKHLURIILFLDOVLWHV:HDOVRFROOHFWHGGDWDIURPWKH
DQQXDO UHSRUWV DERXW WKH FRUSRUDWH JRYHUQDQFH RI OLVWHG FRPSDQLHV PDGH E\ WKH 3RUWXJXHVH 6HFXULWLHV 0DUNHW
&RPPLVVLRQ&090DQGWKH6SDQLVK6HFXULWLHV0DUNHW&RPPLVVLRQ&109IRUWKH\HDURI

3.2 Descriptive statistics 
,QWDEOHZHVKRZWKHGHVFULSWLYHVWDWLVWLFVRIWKHFRQWLQXRXVYDULDEOHVLQWDEOHRIWKHGLFKRWRPRXVYDULDEOHV
DQGLQWDEOHRIWKHYROXQWDU\GLVFORVXUHYDULDEOHV


9DULDEOHVGHILQLWLRQV,1'(3LVWKHQXPEHURILQGHSHQGHQWPHPEHUVRIWKHERDUGGLYLGHGE\WKHWRWDOQXPEHURIPHPEHUV121(;(&LVWKH
QXPEHURIQRQH[HFXWLYHPHPEHUVRIWKHERDUGGLYLGHGE\WKHWRWDOQXPEHURIPHPEHUV%180%(5LVWKHQXPEHURIPHPEHUVRIWKHERDUG
%6,=( LV WKHQXPEHURIPHPEHUVRI WKHERDUGGLYLGHGE\ WKHQDWXUDO ORJDULWKPRI WRWDO DVVHWV(;3(57,6( LV WKHDYHUDJH QXPEHURIRWKHU
VRFLHWLHVLQZKLFKERDUGPHPEHUVH[HUFLVHPDQDJHPHQWIXQFWLRQV3(5)25LVWKHHDUQLQJVEHIRUHLQWHUHVWVDQGWD[HVGLYLGHGE\\HDUHQGWRWDO
DVVHWV$66(76 LV WKH WRWDO DVVHWV PLOOLRQVRI(XURV9$55(0 LV WKHYDOXHRI WKHYDULDEOH UHPXQHUDWLRQRI WKHERDUGGLYLGHGE\ WKH WRWDO
UHPXQHUDWLRQ27+(55(0LVYDOXHRIRWKHUW\SHVRIUHPXQHUDWLRQWRWKHERDUGGLYLGHGE\WKHWRWDOUHPXQHUDWLRQ&$367$7(LVWKHSURSRUWLRQ
RIWKHVKDUHVRIWKHFRPSDQ\RZQE\WKHVWDWH0$,1),9(LVWKHSURSRUWLRQRIWKHVKDUHVRIWKHFRPSDQ\RZQE\WKHELJJHVWILYHVKDUHKROGHUV
0$,16+$5(LVWKHSURSRUWLRQRIWKHVKDUHVRIWKHFRPSDQ\RZQE\WKHELJJHVWVKDUHKROGHU785129(5LVWKHYDOXHRIVKDUHVWUDGHGGXULQJ
WKH\HDUGLYLGHGE\WKHILUP
VPDUNHWYDOXHRIHTXLW\DWWKHHQGRIWKH\HDU%,'$6.LVWKHGDLO\ELGDVNVSUHDGGLIIHUHQFHEHWZHHQWKHELGSULFH
DQGWKHDVNSULFHDYHUDJHRIWKHFRPSDQ\LQWKH\HDURI&21752/,1'(;LVWKHILUP
VLQGLYLGXDOVFRUHRQPRQLWRULQJDQGFRQWUROLVVXHV
GLYLGHGE\WKHWRWDOVFRUHLQGLFDWRUV&RUSRUDWHJRYHUQDQFHFRPPLVVLRQ%LJ,QWHUQDODXGLW$XGLWFRPPLWWHHDQG5HPXQHUDWLRQFRPPLWWHH
52(LVWKHQHWLQFRPHGLYLGHGE\WKHVKDUHKROGHUV¶HTXLW\',5&$3LVWKHSURSRUWLRQRIFDSLWDORZQHGE\WKHERDUG3(5)25LVWKHHDUQLQJV
EHIRUHLQWHUHVWVWD[HVGHSUHFLDWLRQVDQGDPRUWL]DWLRQVGLYLGHGE\\HDUHQGWRWDODVVHWV6,*1,),&$17LQFOXGHWKHVLJQLILFDQWSDUWLFLSDWLRQVRI
7DEOH&RQWLQXRXVYDULDEOHV
 1 0HDQ 0HGLDQ 6WG'HY 0LQ 0D[
,1'(3      
121(;(&      
%180%(5      
%6,=(      
(;3(57,6(      
3(5)25      
$66(76      
9$55(0      
27+(55(0      
&$367$7(      
0$,1),9(      
0$,16+$5(      
',5&$3      
6,*1,),&$17      
785129(5      
%,'$6.      
&21752/,1'(;      
52(      
3(5)25      
',5&203      
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VKDUHKROGHUV WKDW KDYH GLUHFW RU LQGLUHFWO\PRUH WKDQRI VKDUH FDSLWDO DQG WKH VKDUHV KHOG E\RWKHU VKDUHKROGHUV WKDW H[HUFLVH VLJQLILFDQW
LQIOXHQFHRQFRPSDQ\¶VOLIH',5&203LVWKHSURSRUWLRQRIGLUHFWRUV¶UHPXQHUDWLRQWKDWLVQRWIL[HG

%\WKHDQDO\VLVRIWKHGLFKRWRPRXVYDULDEOHVZHFDQFRQFOXGHWKDWWKHPDMRULW\RIFRPSDQLHVLQRXUVWXG\KDYHDQ
DXGLWFRPPLWWHHDUHPXQHUDWLRQFRPPLWWHHDQGKDYHRQHRIWKHELJH[WHUQDODXGLWRUV2WKHUZLVHWKHPDMRULW\RI
FRPSDQLHVGRQ¶WKDYHDQLQWHUQDODXGLWIXQFWLRQDQGDFRUSRUDWHJRYHUQDQFHFRPPLVVLRQ:HFDQDOVRFRQILUPWKDWD
ELJ QXPEHU RI FRPSDQLHV KDYH PDQDJHPHQW RZQHUVKLS  DQG WKDW RQO\  RI WKH FRPSDQLHV KDYH VWDWH
RZQHUVKLS








9DULDEOHVGHILQLWLRQV%,*LVDELQDU\YDULDEOHZKLFKWRRNWKHYDOXHRIIRU%LJDXGLWILUPVDQGIRUQRQELJDXGLWILUPV$8'&20LVD
ELQDU\YDULDEOHZKLFKWRRNWKHYDOXHRILIDDXGLWFRPPLWWHHH[LVWVDQGLIRWKHUZLVH5(0&20LVDELQDU\YDULDEOHZKLFKWRRNWKHYDOXHRI
LIDUHPXQHUDWLRQFRPPLWWHHH[LVWVDQGLIRWKHUZLVH,17$8'LVDELQDU\YDULDEOHZKLFKWRRNWKHYDOXHRILIDLQWHUQDODXGLWIXQFWLRQH[LVWV
DQG  ,I RWKHUZLVH',52:1(5 LV D ELQDU\ YDULDEOHZKLFK WRRN WKH YDOXH RI  LI GLUHFWRUV RZQ VKDUHV RI WKH FRPSDQ\ DQG  LI RWKHUZLVH
67$7(2:1(5LVDELQDU\YDULDEOHZKLFKWRRNWKHYDOXHRILIDWKHVWDWHRZQVKDUHVRIWKHFRPSDQ\DQGLIRWKHUZLVH&253*29&20LVD
ELQDU\YDULDEOHZKLFKWRRNWKHYDOXHRILIDFRUSRUDWHJRYHUQDQFHFRPPLVVLRQH[LVWVDQGLIRWKHUZLVH


%\WKHDQDO\VLVRIWKHGLVFORVXUHYDULDEOHVZKLFKUHVXOWIURPWKHDSSOLFDWLRQRIWKHGLVFORVXUHLQGH[ZHFDQVHH
WKDWWKHVFRUHIRUVWUDWHJ\DQGPDQDJHPHQWLVVLJQLILFDQWO\KLJKHUWKDQIRUPDUNHWLQJDQGKXPDQFDSLWDO7KHVFRUH
IRUVWUDWHJ\LVWKHKLJKHVWVFRUHVXJJHVWLQJWKDWPDQDJHPHQWILQGLQIRUPDWLRQDERXWVWUDWHJ\DQLPSRUWDQWLVVXH

7DEOH'LVFORVXUHYDULDEOHV
 1 0HDQ 0HGLDQ 6WG'HY 0LQ 0D[
,1'727$/      
,1'0$5.      
,1'675$      
,1'&203      
,1'0$1$*      
,1')87      
,1'+&$3      

9DULDEOHVGHILQLWLRQV,1'727$/LVWKHILUP
VLQGLYLGXDOGLVFORVXUHWRWDOVFRUHRQWKHLQGLFDWRUV,1'0$5.LVWKHSURSRUWLRQRIWKHILUP
V
LQGLYLGXDOGLVFORVXUHVFRUHRQPDUNHWLQJLVVXHVWRWKHPD[LPXPSRVVLEOHVFRUHDSSOLHGLQWKRVHLVVXHVLQGLFDWRUV,1'675$LVWKHSURSRUWLRQ
RIWKHILUP
VLQGLYLGXDOGLVFORVXUHVFRUHRQVWUDWHJLFLVVXHVWRWKHPD[LPXPSRVVLEOHVFRUHDSSOLHGLQWKRVHLVVXHVLQGLFDWRUV,1'&203LV
WKHSURSRUWLRQRIWKHILUP
VLQGLYLGXDOGLVFORVXUHVFRUHRQPDUNHWDQGFRPSHWLWLRQLVVXHVWRWKHPD[LPXPSRVVLEOHVFRUHDSSOLHGLQWKRVHLVVXHV
LQGLFDWRUV,1'0$1$*LVWKHSURSRUWLRQRIWKHILUP
VLQGLYLGXDOGLVFORVXUHVFRUHRQPDQDJHPHQWDQGSURGXFWLRQLVVXHVWRWKHPD[LPXP
SRVVLEOHVFRUHDSSOLHGLQWKRVHLVVXHVLQGLFDWRUV,1')87LVWKHSURSRUWLRQRIWKHILUP
VLQGLYLGXDOGLVFORVXUHVFRUHRQIXWXUHSHUVSHFWLYH
LVVXHVWRWKHPD[LPXPSRVVLEOHVFRUHDSSOLHGLQWKRVHLVVXHVLQGLFDWRUV,1'+&$3LVWKHSURSRUWLRQRIWKHILUP
VLQGLYLGXDOGLVFORVXUHVFRUH
RQKXPDQFDSLWDOLVVXHVWRWKHPD[LPXPSRVVLEOHVFRUHDSSOLHGLQWKRVHLVVXHVLQGLFDWRUV

7DEOH'LFKRWRPRXVYDULDEOHV
 1    
%,*     
$8'&20     
5(0&20     
,17$8'     
',52:1(5     
67$7(2:1(5     
&253*29&20     
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0DUNHWLQJLVWKHFDWHJRU\ZLWKWKHORZHVWVFRUH(YHQWKRXJKWKHILUPVRIWRGD\DUHLQFUHDVLQJO\GHSHQGHQWXSRQ
LQWDQJLEOHUHVRXUFHVGLVFORVXUHRQKXPDQFDSLWDOLVVWLOORQHRIWKHORZHVWVFRUH7KHWRWDOYROXQWDU\GLVFORVXUHLQGH[
SUHVHQWVDPHDQRIRIYROXQWDU\GLVFORVXUHRQWKHVL[FDWHJRULHVLQFOXGHGLQRXULQGH[

$QDO\VLVDQG5HVXOWV
4.1 Structural Equation Model 

:HXVHG D VWUXFWXUDO HTXDWLRQPRGHO WR DQDO\VH WKH GLUHFW DQG LQGLUHFW UHODWLRQEHWZHHQ FRUSRUDWH JRYHUQDQFH
FKDUDFWHULVWLFVYROXQWDU\GLVFORVXUHRUJDQL]DWLRQDOSHUIRUPDQFHDQG WKHSUR[LHVRI WKH LQIRUPDWLRQDV\PPHWU\ LQ
WKH PDUNHW ,Q WDEOH  ZH KDYH WKH H[SODQDWLRQ RI WKH LQGLFDWRUV RI HDFK FRQVWUXFW LQFOXGHG LQ RXU PRGHO WKH
&URQEDFK¶VDOSKDDQG WKHSHUFHQWDJHRIYDULDQFHH[SODLQHGREWDLQHGIURP WKHH[SORUDWRU\ IDFWRUDQDO\VLV ,Q WKLV
PRGHO Ș UHSUHVHQWV WKH HQGRJHQRXV ODWHQW YDULDEOHV FRQVWUXFWV DQG ȟ UHSUHVHQWV WKH H[RJHQRXV ODWHQW YDULDEOH
FRQVWUXFW
:H GLYLGHG WKH JRYHUQDQFH FKDUDFWHULVWLFV LQ WZR FRQVWUXFWV WKDW DUH FRUUHODWHG RQH IRU WKH GLUHFWRUV¶ DQG
VXSHUYLVRUV¶VWUXFWXUHVDQGDQRWKHUIRURZQHUVKLSVWUXFWXUH,QWKHODVWRQHZHLQFOXGHGPDLQO\YDULDEOHVUHODWHGZLWK
RZQHUVKLSFRQFHQWUDWLRQ7KHPRGHOZDVHVWLPDWHGPD[LPXPOLNHOLKRRGHVWLPDWLRQE\XVLQJ(46WURXJKWKH
6366DQGXVLQJVWDQGDUGL]HGYDULDEOHV7KHFKRLFHRIVWDQGDUGL]HGYDULDEOHVRYHUFRPHVWKHSUREOHPVLQIL[LQJ
WKHVFDOHRIWKHODWHQWYDULDEOHVUHVXOWLQJIURPWKHGLIIHUHQFHLQVFDOHRIWKHRULJLQDOYDULDEOHVDVVXJJHVWHGE\/RQJ
2¶%ULHQDQG5HLOO\DPRQJRWKHUV7KHUHVXOWVIURPWDEOHVKRZXVWKHVWDQGDUGL]HGFRHIILFLHQWVIRU
HDFKRIWKHVWUXFWXUDOGHVLJQUHODWLRQVHVWDEOLVKHGEHIRUHDVZHOODVWKHVWDWLVWLFDOVLJQLILFDQFHRIHDFKRQHRIWKHP
7KHFRUUHODWLRQEHWZHHQGLUHFWRUV¶DQGVXSHUYLVRUV¶VWUXFWXUHVDQGRZQHUVKLSVWUXFWXUH6W%HWD S
DQGEHWZHHQWKHWXUQRYHUDQGWKHELGDVNVSUHDG6W%HWD SSUHVHQWHGDQHJDWLYHVLJQDQGVWDWLVWLFDO
VLJQLILFDQFH
,Q WKLV ILUVWPRGHO WKHQRQVLJQLILFDQWUHODWLRQVDOORZXV WRUHMHFWVRPHRI WKHGHYHORSHGK\SRWKHVLV:HIRXQG
WKUHH VWDWLVWLFDOO\ QRQVLJQLILFDQW UHODWLRQV 7KH UHODWLRQ EHWZHHQ RZQHUVKLS VWUXFWXUH DQG YROXQWDU\ GLVFORVXUH
DOWKRXJKSUHVHQWHG WKH H[SHFWHGQHJDWLYH VLJQZKLFK VXJJHVW WKDW ELJJHURZQHUVKLS FRQFHQWUDWLRQ OHG WR D ORZHU
OHYHORIYROXQWDU\GLVFORVXUHZDVVWDWLVWLFDOO\QRQVLJQLILFDQW6RZHKDYHWRUHMHFWWKHK\SRWKHVLV+D
7KHUHODWLRQEHWZHHQRZQHUVKLSVWUXFWXUHDQGWKHRUJDQL]DWLRQDOSHUIRUPDQFHSUHVHQWHGDSRVLWLYHFRHIILFLHQWEXW
VWDWLVWLFDOO\QRQVLJQLILFDQW6RZHKDYHWRUHMHFWWKHK\SRWKHVLV+G
)LQDOO\ WKH UHODWLRQ EHWZHHQ YROXQWDU\ GLVFORVXUH DQG WXUQRYHU SUHVHQWHG D SRVLWLYH VLJQ EXW VWDWLVWLFDOO\ QRQ
VLJQLILFDQW6RZHKDYHWRUHMHFWWKHK\SRWKHVLV+E:HPDGHWKHUHVSHFLILFDWLRQRIWKHPRGHOE\UHWLULQJWKHQRQ
VLJQLILFDQWUHODWLRQV


 2QH RI WKH PRVW FRPPRQO\ XVHG LQGLFDWRUV RI LQWHUQDO FRQVLVWHQF\ LV &URQEDFK¶V DOSKD FRHIILFLHQW ,W¶V DOVR FRPPRQ WR DFFHSW WKDW WKH
&URQEDFK¶VDOSKDYDOXHVKRXOGEHDERYH
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
7KH HYDOXDWLRQ RI WKH ILQDO PRGHO LV XVXDOO\ PDGH WKURXJK WZR VHTXHQWLDO VWDJHV  HYDOXDWLRQ RI WKH
PHDVXUHPHQWPRGHODQGHYDOXDWLRQRIWKHVWUXFWXUDOPRGHO


















7KH&URQEDFK¶VDOSKDLVDFRPPRQO\XVHGPHDVXUHRIUHOLDELOLW\IRUDVHWRIWZRRUPRUHFRQVWUXFWLQGLFDWRUV9DOXHVUDQJHEHWZHHQDQG
ZLWKKLJKHUYDOXHVLQGLFDWLQJKLJKHUUHOLDELOLW\DPRQJWKHLQGLFDWRUV,W¶VDOVRFRPPRQWRDFFHSWWKDWWKH&URQEDFK¶VDOSKDYDOXHVKRXOGEHDERYH

7DEOH,QGLFDWRUVIRUHDFKFRQVWUXFWLQFOXGHGLQWKHVWUXFWXUDOHTXDWLRQPRGHO
&RQVWUXFWV ,QGLFDWRUV
&URQEDFK¶V
DOSKD
9DULDQFH
([SODLQHG
'LUHFWRUV¶DQG
VXSHUYLVRUV¶VWUXFWXUHV
ȟ
[3URSRUWLRQRILQGHSHQGHQWGLUHFWRUVRQWKHERDUG
 
;6L]HRIWKHERDUG
;'LUHFWRUV¶FRPSHQVDWLRQV
;3URSRUWLRQRIQRQH[HFXWLYHGLUHFWRUVRQWKHERDUG
;%RDUGH[SHUWLVH
;0RQLWRULQJDQG&RQWUROLQGH[
2ZQHUVKLSVWUXFWXUH
ȟ
;6LJQLILFDQWSDUWLFLSDWLRQV
 ;0DLQVKDUHKROGHU
;0DLQILYHVKDUHKROGHUV
9ROXQWDU\GLVFORVXUH
Ș
<9ROXQWDU\GLVFORVXUHLQGH[LQVWUDWHJ\
 
<9ROXQWDU\GLVFORVXUHLQGH[LQPDUNHWDQGFRPSHWLWLRQ
<9ROXQWDU\GLVFORVXUHLQGH[LQPDQDJHPHQWDQGSURGXFWLRQ
<9ROXQWDU\GLVFORVXUHLQGH[LQIXWXUHSHUVSHFWLYH
<9ROXQWDU\GLVFORVXUHLQGH[LQPDUNHWLQJ
<9ROXQWDU\GLVFORVXUHLQGH[LQKXPDQFDSLWDO
2UJSHUIRUPDQFH
Ș
<5HWXUQRQHTXLW\
 <3HUIRUPDQFH
<3HUIRUPDQFH
7XUQRYHU
Ș
<7XUQRYHUUDWLR
BBB 

%LG$VN
Ș
<%LGDVNVSUHDG
BBB  
7DEOH6WDQGDUGL]HGHVWLPDWLRQRIWKHLQLWLDOVWUXFWXUDOPRGHOFRHIILFLHQWV
6WUXFWXUDO(TXDWLRQV
 Ș Ș Ș Ș
 9ROXQWDU\GLVFORVXUH 2UJSHUIRUPDQFH 7XUQRYHU %LGDVN
ȟ    
'LUHFWRUV¶DQG
VXSHUYLVRUV¶VWUXFWXUHV
   
ȟ    
2ZQHUVKLSVWUXFWXUH    
Ș    
9ROXQWDU\GLVFORVXUH    
Ș    
2UJSHUIRUPDQFH    
*Significant at 0.05< p  0.10 ; **Significant at 0.01< p  0.05; ***Significant at  p  0.01 
Test statistic below  
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
7KHVWDQGDUGL]HGHVWLPDWLRQRIWKHPHDVXUHPHQWPRGHOFRHIILFLHQWVDQGWKHFRQVWUXFWV¶UHOLDELOLW\ZHUHDQDO\VHG
7KHUHVXOWVVKRZXVWKHVWDWLVWLFDOVLJQLILFDQFHRIHDFKLQGLFDWRUZLWKLQHDFKRQHRILWVFRQVWUXFW$OOLQGLFDWRUVVKRZ
DVWDWLVWLFDOVLJQLILFDQFHDW OHYHO7KHSULQFLSDOPHDVXUH LQDVVHVVLQJ WKHPHDVXUHPHQWPRGHO LV WKHFRQVWUXFW
UHOLDELOLW\5HOLDELOLW\ LV DPHDVXUHRI WKH LQWHUQDO FRQVLVWHQF\RI WKH FRQVWUXFW LQGLFDWRUVGHSLFWLQJ WKHGHJUHH WR
ZKLFKWKH\³LQGLFDWH´WKHFRPPRQODWHQWXQREVHUYHGFRQVWUXFW$FRPPRQO\XVHGWKUHVKROGYDOXHIRUDFFHSWDEOH
UHOLDELOLW\ LV,QRXUVWXG\DOOFRQVWUXFWVZLWKPRUH WKDQRQH LQGLFDWRUSUHVHQWHGDYDOXHJUHDWHU WKDQ LQ
UHODWLRQ WR WKHLU UHOLDELOLW\7KHVHUHVXOWV WKDWDUHVKRZQLQ WDEOHSURYLGHGXVZLWKDELJJHUFRQILGHQFH WKDW WKH
LQGLYLGXDOLQGLFDWRUVDUHDOOFRQVLVWHQWLQWKHLUPHDVXUHPHQWV,QWDEOHZHVKRZWKHVWDQGDUGL]HGHVWLPDWLRQRIWKH
ILQDOPRGHOFRHIILFLHQWVDQGWKHLUVWDWLVWLFDOVLJQLILFDQFH









7KH UHVXOWV VXSSRUW WKH K\SRWKHVHV+D+E+E+F+D+E DQG+D'LUHFWRUV¶ DQG VXSHUYLVRUV¶ VWUXFWXUHV
SUHVHQW D SRVLWLYH DQG VWDWLVWLFDOO\ VLJQLILFDQW UHODWLRQ SZLWK YROXQWDU\ GLVFORVXUH DQGZLWKRUJDQL]DWLRQDO
SHUIRUPDQFH7KHVHUHVXOWVVXJJHVWWKDWWKHDSSRLQWPHQWRILQGHSHQGHQWDQGQRQH[HFXWLYHGLUHFWRUVWKHGLPHQVLRQ
RIWKHERDUGWKHERDUGH[SHUWLVHWKHERDUGFRPSHQVDWLRQDQGWKHIRUPDWLRQRIVXSHUYLVLQJVWUXFWXUHVDUHSRVLWLYHO\
UHODWHG WR WKH SURYLVLRQ RI YROXQWDU\ LQIRUPDWLRQ DQG IROORZ WKH OLWHUDWXUH WKDW UHODWHV FRUSRUDWH JRYHUQDQFH
FKDUDFWHULVWLFVWRRUJDQL]DWLRQDOSHUIRUPDQFH.DQDJDUHWQDPet al.IRXQGWKDWWKHHIIHFWLYHQHVVRIWKHERDUG
KDV D VLJQLILFDQW LPSDFW RQ ERWK WKH TXDQWLW\ DQG TXDOLW\ RI FRUSRUDWH GLVFORVXUHV .OHLQ  DOVR IRXQG
VLJQLILFDQW WLHV EHWZHHQ ILUP SHUIRUPDQFH DQG KRZ ERDUGV DUH VWUXFWXUHG 7KH WXUQRYHU UDWLR LV DV VWDWHG LQ WKH
SUHYLRXVOLWHUDWXUHUHYLHZWKHZLOOLQJQHVVRIVRPHLQYHVWRUVWRVHOOVKDUHVDQGRWKHUVWREX\7KHUHVXOWVVKRZWKDW
WKHWXUQRYHUUDWLRLVQHJDWLYHO\UHODWHGZLWKRZQHUVKLSVWUXFWXUHFRQVWUXFWDQGZLWKRUJDQL]DWLRQDOSHUIRUPDQFH7KH
QHJDWLYH UHODWLRQ ZLWK RZQHUVKLS VWUXFWXUH VXJJHVWV WKDW D ELJJHU RZQHUVKLS FRQFHQWUDWLRQ OHDGV WR OHVV VWRFN
WUDQVDFWLRQV LQ WKH PDUNHW )ROORZLQJ WKH DUJXPHQWV RI %ROWRQ DQG 9RQ 7KDGGHQ  LQ D FRQFHQWUDWHG
RZQHUVKLSVWUXFWXUHWKHQXPEHURIVKDUHKROGHUVZKRFDQWUDGHWKHVWRFNLVDOVRVPDOOHUZKLFKLQWXUQUHGXFHVWKH
OLTXLGLW\RIWKHVWRFN7KHQHJDWLYHUHODWLRQZLWKRUJDQL]DWLRQDOSHUIRUPDQFHVXJJHVWVWKDWVKDUHVRIFRPSDQLHVZLWK
KLJK SHUIRUPDQFHV DUH KHOG E\ VKDUHKROGHUV IRU D ORQJHU SHULRG WKDQ VKDUHV RI FRPSDQLHV WKDW SUHVHQW ZRUVH
SHUIRUPDQFHV:HIROORZWKHDUJXPHQWVRI$PLKXGDQG0HQGHOVRQ6WRFNVRIILUPVZLWKKLJKHUUHWXUQVDUH
DOORFDWHGLQHTXLOLEULXPWRSRUWIROLRVZLWKORQJHUH[SHFWHGKROGLQJSHULRGV,QWKLVVHQVHWKHREVHUYHGDVVHWUHWXUQ
PXVWEHDQLQFUHDVLQJIXQFWLRQRIWKHH[SHFWHGKROGLQJSHULRGVLWDOVRLPSOLHVWKDWWKHREVHUYHGDVVHWUHWXUQPXVWEH
DGHFUHDVLQJIXQFWLRQRIWKHWXUQRYHUUDWHRIWKDWDVVHW
,Q UHODWLRQ WR ELGDVN VSUHDG ZH IRXQG D SRVLWLYH VWDWLVWLFDOO\ VLJQLILFDQW UHODWLRQ S ZLWK RZQHUVKLS
VWUXFWXUH7KLVUHVXOWVXJJHVWVWKDWELJJHURZQHUVKLSFRQFHQWUDWLRQOHDGVWRWKHIRUPDWLRQRILQHIILFLHQWSULFHVLQWKH
PDUNHW ,Q D FRQFHQWUDWHG RZQHUVKLSZKLFK LV WKH FDVH RI 3RUWXJDO DQG 6SDLQ WKHPDLQ VKDUHKROGHUVPD\ KDYH
DFFHVVWRSULYDWHYDOXHUHOHYDQWLQIRUPDWLRQDERXWWKHILUP,QWKLVVLWXDWLRQLQYHVWRUVPLWLJDWHORVVHVWRLQIRUPHG
WUDGHUVE\FKDUJLQJZLGHUVSUHDGV+HIOLQDQG6KDZ2QWKHFRQWUDU\WKHUHODWLRQEHWZHHQWKHELGDVNVSUHDG
DQGYROXQWDU\GLVFORVXUHLVQHJDWLYHDQGVWDWLVWLFDOO\VLJQLILFDQWSIROORZLQJWKHUHVXOWREWDLQHGE\3HWHUVHQ
DQG3OHQERUJ7KLVUHVXOWFRQILUPVWKDWYROXQWDU\GLVFORVXUHOHDGVWRPRUHHIILFLHQWSULFHVDQGWHQGVWRUHGXFH
LQIRUPDWLRQ DV\PPHWULHV DPRQJ LQIRUPHG DQG XQLQIRUPHG LQYHVWRUV 'LDPRQG DQG 9HUUHFFKLD  .LP DQG
9HUUHFFKLD:HDQDO\]HGWKHJRRGQHVVRIILWWHVWVRIWKHILQDOPRGHO,QRXUPRGHOZHDQDO\VHGWKHYDOXHVIRU
&), 506($ 11), DQG,), 7KHYDOXHVREVHUYHGIRUWKHVHLQGH[HVLQGLFDWHWKDWWKH
PRGHOILWVWRWKHGDWD


7DEOH&RQVWUXFWUHOLDELOLW\
 Ș Ș Ș Ș
ȟ
'LUHFWRUV¶DQG
VXSHUYLVRUV¶
VWUXFWXUHV

ȟ
2ZQHUVKLS
VWUXFWXUH



9ROXQWDU\
GLVFORVXUH
2UJ
SHUIRUPDQFH
7XUQRYHU %LGDVN
&RQVWUXFWUHOLDELOLW\        
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6XPPDU\DQG&RQFOXGLQJ5HPDUNV

:HDSSOLHG WKH WHFKQLTXHRIVWUXFWXUDOHTXDWLRQPRGHOOLQJDQGGLYLGHG WKHJRYHUQDQFH UXOHV LQ WZRFRQVWUXFWV
RQHIRUWKHGLUHFWRUV¶DQGVXSHUYLVRUV¶VWUXFWXUHVDQGDQRWKHUIRUWKHRZQHUVKLSVWUXFWXUH,QWKHODVWRQHZHLQFOXGHG
PDLQO\YDULDEOHVUHODWHGZLWKRZQHUVKLSFRQFHQWUDWLRQ7KHUHVXOWVVKRZHGWKDWWKHDSSRLQWPHQWRILQGHSHQGHQWDQG
QRQH[HFXWLYHGLUHFWRUVWKHGLPHQVLRQRIWKHERDUGWKHPDQDJHPHQWLQFHQWLYHVDQGH[SHUWLVHDQGWKHIRUPDWLRQRI
VXSHUYLVLQJVWUXFWXUHVDUHSRVLWLYHO\UHODWHGWRWKHSURYLVLRQRIYROXQWDU\LQIRUPDWLRQDQGIROORZWKHOLWHUDWXUHWKDW
UHODWHFRUSRUDWHJRYHUQDQFHFKDUDFWHULVWLFVWRRUJDQL]DWLRQDOSHUIRUPDQFH%D\VLQJHUDQG%XWOHU'HKDHQHet
al. .DQDJDUHWQDP et al.  7KH WXUQRYHU UDWLR ZDV QHJDWLYHO\ UHODWHG ZLWK WKH RZQHUVKLS VWUXFWXUH
FRQVWUXFWZKLFKVXJJHVWVWKDWDELJJHURZQHUVKLSFRQFHQWUDWLRQOHDGWROHVVVWRFNWUDQVDFWLRQV7KHQHJDWLYHUHODWLRQ
ZLWKRUJDQL]DWLRQDO SHUIRUPDQFH VXJJHVWV WKDW VWRFNVRI ILUPVZLWKKLJKHU UHWXUQV DUHDOORFDWHG LQSRUWIROLRVZLWK
ORQJHUH[SHFWHGKROGLQJSHULRGV$PLKXGDQG0HQGHOVRQ7KHSRVLWLYHUHODWLRQEHWZHHQELGDVNVSUHDGDQG
WKHRZQHUVKLSVWUXFWXUHFRQVWUXFWVXJJHVWVWKDWELJJHURZQHUVKLSFRQFHQWUDWLRQOHDGWRWKHIRUPDWLRQRILQHIILFLHQW
SULFHVLQWKHPDUNHW2QWKHRWKHUKDQGWKHQHJDWLYHUHODWLRQEHWZHHQWKHELGDVNVSUHDGDQGYROXQWDU\GLVFORVXUH
FRQILUPVWKDWYROXQWDU\GLVFORVXUHOHDGVWRPRUHHIILFLHQWSULFHVDQGWHQGVWRUHGXFHLQIRUPDWLRQDV\PPHWU\LQWKH
PDUNHW3HWHUVHQDQG3OHQERUJ7KHUHVXOWVIROORZWKHDUJXPHQWWKDWIRUILUPVZLWKKLJKOHYHOVRIGLVFORVXUH
WKHELGDVNVSUHDGLVORZHU,QWKLVFDVHLQYHVWRUVFDQEHUHODWLYHO\FRQILGHQWWKDWWKHLUVWRFNWUDQVDFWLRQRFFXUVQHDU
WR D ³fair price´ +RZHYHU LQ ILUPVZLWK D KLJK RZQHUVKLS FRQFHQWUDWLRQ LQYHVWRUV WHQG WR LQFUHDVH WKH ELGDVN
VSUHDGVDQGWUDGHOHVVZKLFKLQWKLVFDVHUHGXFHVWKHOLTXLGLW\RIWKHVWRFN7KHVHUHVXOWVDUHFRQVLVWHQWZLWKWKRVH
REWDLQHG LQ SUHYLRXV UHVHDUFK 'LDPRQG DQG 9HUUHFFKLD  .LP DQG 9HUUHFFKLD  %ROWRQ DQG 9RQ
7KDGGHQ+HIOLQDQG6KDZ,QDGGLWLRQ WKHUHVXOWVIURPWKHVWUXFWXUDOHTXDWLRQPRGHODOORZHGXVWR
XQGHUVWDQGKRZWKHJRYHUQDQFHUXOHVH[HUW LQIOXHQFHRQ WKHSUR[LHVRI LQIRUPDWLRQDV\PPHWU\ LQ WKHPDUNHW:H
FRQFOXGHGWKDWWKHRZQHUVKLSVWUXFWXUHH[HUWVDGLUHFWLQIOXHQFHDQGWKDWGLUHFWRUV¶DQGVXSHUYLVRUV¶VWUXFWXUHVH[HUW
DQ LQGLUHFW LQIOXHQFH WKURXJK WKH RUJDQL]DWLRQDO SHUIRUPDQFH DQG WKH YROXQWDU\ GLVFORVXUH RI LQIRUPDWLRQ 7KH
IDLOXUHWRILQGWKHUHODWLRQVKLSEHWZHHQYROXQWDU\GLVFORVXUHRILQIRUPDWLRQDQGWKHWXUQRYHUUDWLRVKRZVXVWKDWWKH
OLTXLGLW\RI VKDUHV LVPRUH UHODWHG WR WKHJUHDWHURU OHVVHU FRQFHQWUDWLRQRI VKDUHKROGHUVZLWK WKHSHUIRUPDQFHRI
WKHLUFRPSDQLHV WKDQZLWKWKHDFFHVV WR LQIRUPDWLRQ0RUHRYHU LW LVFOHDU WKDW WKHUROHWKDW LQIRUPDWLRQGLVFORVXUH
SOD\V LQ WKHVH PDUNHWV LV PDLQO\ DW WKH OHYHO RI SULFH IRUPDWLRQ:H DOVR PDGH WKH HVWLPDWLRQ RI VL[ VWUXFWXUDO
HTXDWLRQVXVLQJLQGLYLGXDOO\HDFKRQHRIWKHFDWHJRULHVFRQVLGHUHGLQWKHFRQVWUXFWRIWKHYROXQWDU\GLVFORVXUHLQGH[
7KLVDOORZVXVWRSXUVXHWZRPDLQDQDO\VHV)LUVWO\ZKHQZHDQDO\VHWKHPRGHOVXVLQJHDFKFDWHJRU\RIYROXQWDU\
GLVFORVXUH VHSDUDWHO\ZH VHH WKDW VRPH UHODWLRQVKLSV DUHQR ORQJHU VWDWLVWLFDOO\ VLJQLILFDQWZKHQFRPSDUHG WR WKH
UHVXOWVREWDLQHGZLWKWKHHVWLPDWLRQRIWKHJOREDOPRGHO7KLVFDQVXJJHVWWKDWLQJHQHUDORQHW\SHRILQIRUPDWLRQ
7DEOH6WDQGDUGL]HGHVWLPDWLRQRIWKHILQDOVWUXFWXUDOPRGHOFRHIILFLHQWV
6WUXFWXUDO(TXDWLRQV
 Ș Ș Ș Ș
 9ROXQWDU\GLVFORVXUH 2UJSHUIRUPDQFH 7XUQRYHU %LGDVN
ȟ    
'LUHFWRU¶VDQGVXSHUYLVRUV¶
VWUXFWXUHV
   
ȟ    
2ZQHUVKLSVWUXFWXUH    
Ș    
9ROXQWDU\GLVFORVXUH    
Ș    
2UJSHUIRUPDQFH    
5    
*Significant at 0.05< p  0.10 ; **Significant at 0.01< p  0.05; ***Significant at  p  0.01 
Test statistic below  
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FDQEH LQVXIILFLHQW LQ LWVHOI2QO\ZKHQ WKH LQIRUPDWLRQ LVFRPELQHGFDQSURYLGHXVHIXO LQIRUPDWLRQIRU LQYHVWRUV
6HFRQGO\ZHIRXQGWKDW WKHGLVFORVXUHRI LQIRUPDWLRQDERXW WKHFRPSDQ\¶VVWUDWHJ\RUIXWXUHSHUVSHFWLYHLVPRUH
XVHIXOWKDQRWKHUW\SHVRILQIRUPDWLRQDVDWRROWKDWFRPSDQLHVSRVVHVWRLQIOXHQFHWKHPDUNHW2XUUHVXOWVVKRZHG
WKDW WKHVH FDWHJRULHV RIYROXQWDU\ GLVFORVXUH H[HUW D VLJQLILFDQW LQIOXHQFHRQ LQIRUPDWLRQ DV\PPHWU\6WLOO RWKHUV
FHDVHWRKDYHDQ\UHOHYDQWDFWLRQZKHQWKHLUHIIHFWVDUHDQDO\VHGLQGLYLGXDOO\
2XUVWXG\KDVVRPHOLPLWDWLRQVWKDWVXJJHVWDQHHGIRUIXWXUHZRUN2XUYROXQWDU\GLVFORVXUHLQGH[ZDVEDVHGRQ
WKHLQIRUPDWLRQSURYLGHGE\WKHILUPVLQWKHLUDQQXDOUHSRUWVRULQSXEOLFZHEVLWHV$VDUHVXOWDQ\GLVFORVXUHVWKRVH
ILUPVSURYLGHGLQDQDO\VWVPHHWLQJVFRQIHUHQFHFDOOVDQGLQRWKHUFLUFXPVWDQFHVDUHQRWLQFOXGHGLQWKHILQDOUHVXOW
RI RXU LQGH[:LWK RXUZRUNZH VHHN WR XQGHUVWDQG WKH VSHFLILF DVSHFWV UHODWHGZLWK WKH YROXQWDU\ GLVFORVXUH RI
LQIRUPDWLRQE\ILUPVDQGLWVLPSDFWRQLQIRUPDWLRQDV\PPHWU\EXWWKHFRUSRUDWHLQIRUPDWLRQHQYLURQPHQWLVZLGHU
,QWKLVVHQVHDQGIRUIXWXUHZRUNLWZRXOGEHLQWHUHVWLQJWRH[SORUHWKHLQWHUDFWLRQVDPRQJWKHVHYHUDOLQIRUPDWLRQ
VRXUFHV QDPHO\ WKH UHODWLRQV EHWZHHQ ILUP¶V YROXQWDU\ GLVFORVXUH PDQGDWRU\ GLVFORVXUH DQG WKH LQIRUPDWLRQ
SURGXFHG E\ DQDO\VWV )XUWKHUPRUH IXWXUH UHVHDUFK VKRXOG LQYHVWLJDWH RWKHU YDULDEOHVZKLFKPLJKW LQIOXHQFH WKH
UHODWLRQEHWZHHQFRUSRUDWHJRYHUQDQFHGLVFORVXUHSROLF\DQGLQIRUPDWLRQDV\PPHWU\XVLQJDOWHUQDWLYHSUR[LHVIRU
LQIRUPDWLRQDV\PPHWU\

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